October 31, 2019

Ms. Donna Nickerson, Secretary
Delaware Public Service Commission
861 Silver Lake Boulevard

Cannon Building, Suite 100

Dover, Delaware 19904

RE: Chesapeake Utilities Corporation, Environmental Rider Rate to be effective December 1,
2019

Dear Ms. Nickerson:

Enclosed for filing is Chesapeake Utilities Corporation’s (“Chesapeake”) application for approval
of its Environmental Rider rate to be effective for service rendered on and after December 1, 2019.

Pursuant to the provisions of Chesapeake’s Environmental Rider tariff clause, Chesapeake
proposes to change its Environmental Rider rate level of $0.0004 per Ccf to a surcharge of $0.0005
per Ccf. As a result of this proposed change, an average residential heating customer using 700
Ccf per year will experience an annual increase of approximately 0.01%, or $0.07. During the
winter heating season, an average residential heating customer using 120 Ccf per month will
experience a monthly increase of approximately 0.01%, or $0.01.

Should you have any questions with regard to this filing, please contact me at 302-734-6727.

Sincerely,

/s/ Marie E. Kozel
Marie E. Kozel
Regulatory Analyst I11

Enclosure

Cc:  Malika Davis, Regulatory Policy Administrator
Shona Marshall, Public Utilities Analyst
Andrew C. Slater, Public Advocate
Regina A. lorii, Deputy Attorney General
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BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF DELAWARE

IN THE MATTER OF THE APPLICATION OF
CHESAPEAKE UTILITIES CORPORATION
FOR APPROVAL OF ITS
ENVIRONMENTAL RIDER RATE TO BE
EFFECTIVE DECEMBER 1, 2019

P.S.C. DOCKET NO. 19-

N N e N N

CERTIFICATE OF SERVICE

I, Marie E. Kozel, do hereby certify that on October 31, 2019, a copy of Chesapeake Utilities
Corporation — Delaware Division’s application for approval of its Environmental Rider Rate to be
effective for service rendered on and after December 1, 2019 was issued to the following persons
in the manner indicated:

VIA ELECTRONIC DELIVERY

MALIKA DAVIS, REGULATORY POLICY ADMINISTRATOR
DELAWARE PUBLIC SERVICE COMMISSION

861 SILVER LAKE BLVD

DOVER, DELAWARE 19904

SHONA MARSHALL, PUBLIC UTILITIES ANALYST
DELAWARE PUBLIC SERVICE COMMISSION

861 SILVER LAKE BLVD

DOVER, DELAWARE 19904

VIA ELECTRONIC DELIVERY
ANDREW SLATER, PUBLIC ADVOCATE
DIVISION OF THE PUBLIC ADVOCATE
29 SOUTH STATE STREET

DOVER, DE 19904

Marie [E. Kozel / AH/
Regulatory Analyst III



BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF DELAWARE
IN THE MATTER OF THE APPLICATION OF
CHESAPEAKE UTILITIES CORPORATION

FOR APPROVAL OF ITS

)

)

) PSC DOCKET NO. 19-
ENVIRONMENTAL RIDER RATE TO BE )

)

)

EFFECTIVE DECEMBER 1, 2019
(FILED OCTOBER 31, 2019)

PUBLIC NOTICE

TO: ALL NATURAL GAS CUSTOMERS OF CHESAPEAKE UTILITIES
CORPORATION AND ANY OTHER INTERESTED PERSONS

Pursuant to the environmental remediation recovery mechanism approved by the
Commission in PSC Order No. 4104 on December 19, 1995 in PSC Docket No. 95-73, Chesapeake
Utilities Corporation (“Chesapeake”) has filed with the Delaware Public Service Commission
(“Commission”) an application proposing to increase the Environmental Rider (“ER”) from
$0.0004 per Ccf to a surcharge of $0.0005 per Ccf to be effective with service rendered on and
after December 1, 2019. As a result of the proposed change, an average residential heating
customer using 700 Ccf per year will experience an annual increase of approximately 0.01% or
$0.07 on their bill.

The Commission has permitted the proposed Environmental Rider Rate to become
effective with usage on and after December 1, 2019, subject to refund and pending the
Commission’s final decision after evidentiary hearings and any other proceedings that may be
necessary.

The Commission will conduct evidentiary hearings, to be scheduled at a later date,

concerning this Application. The Commission’s final decision will be based on the evidence



presented at such hearings.

If you wish to formally participate as a party in this matter, with the right to present
evidence and be represented by counsel, you must file with the Commission a written petition
asking for leave to intervene in accordance with the requirements of the Commission's Rules of

Practice and Procedure (26 Del. Admin. C. §1001-2.9) on or before , 20109.

All such petitions should be sent to the Commission’s address listed above with attention to “PSC

Docket No. 19- . Petitions filed after the deadline of , 2019, will not be

considered except for good cause shown.
You are invited to review Chesapeake’s application and supporting documents to

determine how your interests may be affected by going to DelaFile (http://delafile.delaware.gov),

the Commission’s file management system, and by searching for Docket No. 19-
If you would like to review documents at the Commission’s offices, please contact Donna

Nickerson at (302) 736-7500 or by sending an email addressed to donna.nickerson@state.de.us.

You may also review copies of Chesapeake’s application and supporting documents at the office
of the Division of the Public Advocate located at either 820 North French Street, 4th Floor,
Wilmington, Delaware 19801 or 29 South State Street, Dover, Delaware 19901. Please call either
(302) 577-5077 or (302) 241-2555 to arrange for a time to review the documents at either of those
locations.

If you wish to request copies of documents in this matter, please submit a Freedom of
Information Act Request Form. The link to this form can be found on the Commission’s website,

http://depsc.delaware.gov or by visiting this web address:

https://delafile.delaware.gov/Complaints/FOIA.aspx. The Commission will respond to your

request in accordance with the Delaware Freedom of Information Act, 29 Del. C. ch. 100.


http://delafile.delaware.gov/
mailto:donna.nickerson@state.de.us
http://depsc.delaware.gov/
https://delafile.delaware.gov/Complaints/FOIA.aspx

If you have a disability and wish to participate or to review the materials in this matter,
please contact the Commission to discuss any auxiliary aids or services you might need to help
you. You may contact the Commission in person, by writing, by telephone (including text
telephone), by Internet e-mail, or other means. If you have questions about this matter, you may
call the Commission at 1-800-282-8574 (toll-free in Delaware) or (302) 736-7500 (voice and text
telephone). You may also send questions regarding this matter by Internet e-mail addressed to

Malika.Davis@delaware.gov.




BEFORE THE PUBLIC SERVICE COMMISSION

OF THE STATE OF DELAWARE

IN THE MATTER OF THE APPLICATION OF
CHESAPEAKE UTILITIES CORPORATION
FOR APPROVAL OF ITS

ENVIRONMENTAL RIDER RATE TO BE
EFFECTIVE DECEMBER 1, 2019

P.S.C. DOCKET NO. 19-
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Chesapeake Utilities Corporation (hereinafter sometimes called "Applicant™) pursuant to 26 Del.
C. 201 and 304, makes the following application for approval by the Commission of its

Environmental Rider (“ER”) to be effective for service rendered on and after December 1, 2019.

1. Applicant is Chesapeake Utilities Corporation. All communications should be
addressed to the Applicant at the following addresses, attention:

Marie E. Kozel
Regulatory Analyst 111
500 Energy Lane, Suite 100,
Dover, Delaware 19901
302.734-6727
mkozel@chpk.com

2. Pursuant to the provisions of Applicant's Environmental Rider tariff clause,
Applicant is requesting an increase to Applicant's current Environmental Rider rate
level of $0.0004 per Ccf to $0.0005 per Ccf for all firm delivery service customers
effective for service rendered on and after December 1, 2019 and thereafter until

changed by further order of the Delaware Public Service Commission.

3. The full calculation of the proposed Environmental Rider rate level to be effective
for service rendered on and after December 1, 2019 is set forth in the Direct

Testimony of Marie E. Kozel on behalf of Applicant. The reasons and basis for the


mailto:mkozel@chpk.com

proposed change in Applicant's present Environmental Rider rate level are more

fully explained by direct testimony filed herewith.

WHEREFORE, the Applicant prays as follows:
1. That the Commission file this Application and schedule it for hearing; and
2. That the Commission approve the change to the Applicant's Environmental Rider rate
of $0.0004 per Ccf to $0.0005 per Ccf for all firm delivery service customers, and
authorize the Company to keep the proposed rate in effect on a temporary basis, subject

to refund for usage on and after December 1, 2019.

SIGNATURES APPEAR ON THE FOLLOWING PAGE




CHESAPEAKE UTILITIES CORPORATION

BY:
Shane Break

Assistant Vice President

BY:

Regulatory Analyst III

DATED: October 31, 2019



DATED: October 31,2019

STATE OF DELAWARE )
)
COUNTY OF KENT )

AFFIDAVIT OF SHANE BREAKIE

Be it remembered that on this 31st day of October, 2019, personally appeared before me,
a notary public for the State and County aforesaid, Shane Breakie, who being by me duly sworn,
did depose and say that he is Assistant Vice President for Chesapeake Utilities Corporation, a
Delaware corporation and insofar as the Application of Chesapeake Utilities Corporation states
facts, said facts are true and correct, and insofar as those facts are not within his personal
knowledge, he believes them to be true, and that the schedules accompanying this application and
attached hereto are true and correct copies of the originals of the aforesaid schedules, and that he

has executed this Application on behalf of the Company.

Shane Breakie
Assistant Vice President

SWORN TO AND SUBSCRIBED before me the day and year above written.
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P.S.C. Del No. 4
Chesapeake Utilities Corporation Eighteenth Revised Sheet No. 45
Delaware Division

RATE SCHEDULE “ER”

ENVIRONMENTAL RIDER

PURPOSE

The purpose of this rider is to recover reasonable environmental costs associated with cleaning
up former manufactured gas plants (MGP). Applicable environmental costs are those incurred
as a result of, but not limited to, investigation, testing, monitoring, remediation (including
remediation of the groundwater), land acquisition, and legal costs relating to former MGP sites,
disposal sites, or sites to which material may have migrated as a result of the earlier operation
and/or decommissioning of MGPs. Environmental costs expended will be offset by any
payments related to these costs received by the Company from insurance proceeds or from
another party. Environmental costs shall not include expenses incurred in connection with
litigation by third parties claiming personal injury or by third parties claiming damage to their
property as a result of the operation or decommissioning of MGPs or as a result of the migration
of materials from MGP sites.

APPLICABILITY
The environmental rider will be applicable to all firm Delivery Service customers.
OPERATION OF THE RIDER

The Company will file with the Commission a copy of the environmental rider computation at
least 30 days prior to the proposed effective date, which will be each December 1.

The calculation filed will be supported by all bills and receipts relating to the amount of any
environmental costs incurred in the preceding Environmental Cost Year for which the Company
seeks to begin recovery. In the same filing, the Company shall include similar material and
information to support any expenses and/or recoveries resulting from Third Party claims. The
Company shall also submit in its annual filing a projection of environmental costs for the
following Environmental Cost Year based on the best information available at the time of filing.

RATE

The rate for the rider effective December 1, 2019 is $0.0005 per Ccf.

Issue Date: November 1, 2019
Effective Date: For Service Rendered on and After December 1, 2019
Authorization:



P.S.C. Del No. 4
Chesapeake Utilities Corporation Seventeenth-Eighteenth Revised
Sheet No. 45 Delaware Division

RATE SCHEDULE “ER”

ENVIRONMENTAL RIDER

PURPOSE

The purpose of this rider is to recover reasonable environmental costs associated with cleaning
up former manufactured gas plants (MGP). Applicable environmental costs are those incurred
as a result of, but not limited to, investigation, testing, monitoring, remediation (including
remediation of the groundwater), land acquisition, and legal costs relating to former MGP sites,
disposal sites, or sites to which material may have migrated as a result of the earlier operation
and/or decommissioning of MGPs. Environmental costs expended will be offset by any
payments related to these costs received by the Company from insurance proceeds or from
another party. Environmental costs shall not include expenses incurred in connection with
litigation by third parties claiming personal injury or by third parties claiming damage to their
property as a result of the operation or decommissioning of MGPs or as a result of the migration
of materials from MGP sites.

APPLICABILITY
The environmental rider will be applicable to all firm Delivery Service customers.
OPERATION OF THE RIDER

The Company will file with the Commission a copy of the environmental rider computation at
least 30 days prior to the proposed effective date, which will be each December 1.

The calculation filed will be supported by all bills and receipts relating to the amount of any
environmental costs incurred in the preceding Environmental Cost Year for which the Company
seeks to begin recovery. In the same filing, the Company shall include similar material and
information to support any expenses and/or recoveries resulting from Third Party claims. The
Company shall also submit in its annual filing a projection of environmental costs for the
following Environmental Cost Year based on the best information available at the time of filing.

RATE

The rate for the rider effective December 1, 20148-2019 is $0.6604-0005 per Ccf.

Issue Date: November 1, 20482019
Effective Date: For Service Rendered on and After December 1, 26182019
Authorization: OrderNo-—9350-datedMareh-52019-ir-PSCDocketNo—18-1176




BEFORE THE DELAWARE PUBLIC SERVICE COMMISSION

IN THE MATTER OF THE APPLICATION OF )
CHESAPEAKE UTILITIES CORPORATION )
FOR APPROVAL OF ITS ) P.S.C. DOCKET NO. 19 -
ENVIRONMENTAL RIDER RATE TO BE )
EFFECTIVE DECEMBER 1, 2019 )

DIRECT TESTIMONY OF MARIE E. KOZEL

On Behalf of Chesapeake Utilities Corporation

Delaware Division

Submitted for filing: October 31, 2019
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PLEASE STATE YOUR NAME, OCCUPATION AND BUSINESS ADDRESS.

A.

My name is Marie E. Kozel and | am a Regulatory Analyst Il with
Chesapeake Utilities Corporation. My business address is 500 Energy

Lane, Suite 100, Dover, Delaware 19901.

BRIEFLY DESCRIBE YOUR EDUCATION AND RELEVANT
PROFESSIONAL BACKGROUND.

| received a Bachelor of Science Degree in Finance with a minor in English
from La Salle University in Philadelphia, Pennsylvania and a Masters of
Business Administration from Wilmington University in  Wilmington
Delaware. | was hired by Chesapeake Utilities Corporation in November
2007. As a Regulatory Analyst Ill, my responsibilities include gas cost
recovery, rate of return analysis, rate case preparation, and budgeting for
Chesapeake Utilities — Natural Gas Distribution Delaware Division. Prior to
my role as a Regulatory Analyst Ill, | was a Financial Business Analyst
responsible for the consolidation and preparation of the annual budget,
strategic plan and monthly forecast including Senior Management and
Board of Directors reporting. Prior to that | was a Gas Supply Analyst II
responsible for all matters associated with gas supply and its procurement
for Chesapeake Utilities Corporation — Delmarva Natural Gas. Immediately
prior to joining Chesapeake, | was employed by ING Financial Services in
West Chester, PA as Senior Financial Analyst in Operational Risk

Management for the Retail Life Division, where | performed audits for the

1
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purpose of compliance with the Sarbanes Oxley Act of 2002. My
responsibilities also included the implementation of operational risk
management objectives, exposure analysis and awareness education for
divisional staff. | have also held positions with JP Morgan Chase and
Radian Guaranty Inc., where | was responsible for revenue and expense

analysis, budget preparation and staff management.

WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS
PROCEEDING?

The purpose of my direct testimony in this proceeding is to present and
discuss the calculation of Chesapeake’s proposed Environmental Rider
(“ER”) rate to be effective for service rendered on and after December 1,

2019 in accordance with the Company’s natural gas tariff.

HAVE YOU INCLUDED ANY ATTACHMENTS WITH YOUR DIRECT
TESTIMONY?

Yes. My direct testimony includes Attachments MEK-1, MEK-2, MEK-3,
MEK-4, and MEK-5. These attachments are provided as support to the
determination of the Company’s proposed Environmental Rider rate level
and are described further in my testimony. Also included are Exhibits 1, 2,

and 3, which will be referenced later in my testimony.
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PLEASE EXPLAIN THE PURPOSE OF THE ENVIRONMENTAL RIDER.
As provided in Chesapeake’s tariff, at Sheet No. 45, the purpose of the
Environmental Rider is to allow Chesapeake “to recover environmental
expenses associated with cleaning up former manufactured gas plants
(“MGP”).” The site included in this filing is the former Seaford Town Gas
location, comprised of approximately 0.79 acres on Budd Street in Seaford,
Delaware (“Seaford Town Gas Site”).

As stated in the tariff, applicable environmental costs are “those incurred as
a result of, but not limited to, investigation, testing, monitoring, remediation
(including remediation of the groundwater), land acquisition, and legal costs
relating to former MGP sites, disposal sites, or sites to which material may
have migrated as a result of the earlier operation and/or decommissioning
of MGP’s.” The Environmental Rider mechanism was approved by the
Commission in Order No. 4104 in PSC Docket No. 95-73 issued on

December 19, 1995.

WHY IS CHESAPEAKE NOW INCURRING ENVIRONMENTAL COSTS
RELATING TO THE SEAFORD TOWN GAS SITE?

By letter dated December 5, 2013, the Delaware Department of Natural
Resources & Environmental Control (“DNREC”) notified Chesapeake that it
would be conducting a facility evaluation of the Seaford Town Gas Site
(“Site”). (See Exhibit 1.) After its facility evaluation, by letter dated February

24, 2015, DNREC notified Chesapeake of its liability as an owner of the

3



10

11

12

13

14

15

16

17

18

19

20

21

22

Site, pursuant to Section 9105 of the Delaware Hazardous Substance
Cleanup Act. (See Exhibit 2.) In the notice, DNREC encouraged
Chesapeake to enter into a Voluntary Cleanup Program (VCP), which would
allow for an expedited cleanup process with reduced transaction costs.

On April 2, 2015, Chesapeake submitted a VCP application to DNREC and,
on September 23, 2015, Chesapeake and DNREC entered into a VCP.
(See Exhibit 3.) Under the “Operational History” section, the VCP states
that, according to DNREC, the Site was a “coal gas plant” until
approximately 1950, when Chesapeake purchased the Site and reportedly
changed it to a propane air plant. (See Exhibit 3, Appendix A, at page 4.)
Although the specific operational history of the site is uncertain, it is clear
that the contaminants at the site are associated with manufactured gas (i.e.;
“coal gas”) production.

The VCP calls for additional sampling and investigation of the Site to
determine whether a cleanup of the Site is necessary. (See Exhibit 3, at
paragraph 3.) Chesapeake has incurred expenses relating to the
investigation of the Site and the preparation of the VCP, which it has

included for recovery in this application.

WHO IS SUBJECT TO THE ENVIRONMENTAL RIDER RATE?
The Environmental Rider rate is applicable to all firm “Delivery Service”

customers on the Company’s distribution system.
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PLEASE EXPLAIN THE DETERMINATION OF THE ENVIRONMENTAL
RIDER RATE.

There are several time periods and factors used in the calculation of this
rate as explained in the Delaware Division’s natural gas tariff, specifically
tariff Sheet Nos. 45, 45.1, and 45.2. There is an Environmental Cost Year,
a Recovery Year, an Amortization Factor, and a Reconciliation Factor. The
Environmental Rider rate is equal to the sum of the amortization and
reconciliation factors plus the Delaware P.S.C. Assessment divided by the
projected firm delivery service consumption for the new recovery period of
December 1 through November 30. The factors and time periods used in
this calculation are described below.

Environmental Cost Year

The Environmental Cost Year (“ECY”) is each October 1 through
September 30 and represents the time period over which environmental
costs are incurred and any payments from other parties are netted against
the costs for this period.

Environmental Recovery Year

The Environmental Recovery Year is each December 1 through November
30 and represents the time period over which the annually calculated
Environmental Rider rate will be billed to firm delivery service customers.

Amortization Factor

Recovery of net environmental costs incurred during an Environmental Cost
Year will be accomplished through a five-year amortization, offset by an

5
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imputed deferred tax benefit associated with the amortization of those
environmental costs. A net recovery amount is calculated for each of the
five years of amortization scheduled for each Environmental Cost Year.
The Amortization Factor for any year will be comprised of the total net
annual amounts scheduled for that year.

Reconciliation Factor

The Reconciliation Factor is equal to the over/under collection of the
Environmental Rider. Over/under collection is the accumulated net over or
under recovery of the environmental costs during the twelve-month period
ending with the month of August immediately preceding the beginning of

the next Recovery Year.

WHAT INTERNAL REVIEW PROCEDURES DOES THE COMPANY
EMPLOY WITH RESPECT TO PROCESSING ENVIRONMENTAL
INVOICES?

All environmental cost invoices submitted to the Company are first reviewed
internally by the individual primarily responsible for managing the
Company’s environmental activities. The invoices are then submitted to
senior management for final review and approval. This review process
takes place prior to the payment of the environmental invoices to the

appropriate vendor.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

WHAT ENVIRONMENTAL RIDER RATE LEVEL IS THE COMPANY
PROPOSING IN THIS PROCEEDING TO BE EFFECTIVE DECEMBER 1,
20197

The Delaware Division is proposing to increase its current Environmental

Rider rate surcharge from $0.0004 per Ccf to $0.0005 per Ccf.

AS YOU HAVE ALREADY MENTIONED, THERE ARE NUMEROUS
FACTORS AND TIME PERIODS USED IN THE CALCULATION OF THIS
RATE. PLEASE DESCRIBE HOW YOU CALCULATED THE PROPOSED
ENVIRONMENTAL RIDER RATE LEVEL PROPOSED IN THIS
PROCEEDING.

As shown on Attachment MEK-1, Chesapeake’s Delaware Division incurred
$67,834.42 of actual environmental expenses during the Environmental
Cost Year ended September 30, 2019, consisting of consulting, legal and
other expenses for the Seaford Town Gas Site to be recovered in this
Recovery Year. The Company considers the information contained in
Attachment MEK-1 confidential and proprietary.

Attachment MEK-2 demonstrates the amortization of the total costs for the
ECY ended September 30, 2019 over five years subtracting out the deferred
tax credit for each year, resulting in the recovery amount for each period.
The actual recovery amount for the ECY ended September 30, 2019
included in the Environmental Rider rate level to be effective for service

rendered on and after December 1, 2019 is $11,872.77.
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Attachment MEK-3 is a summary of all Environmental Cost Year scheduled
recoveries. This attachment shows a “net recovery” amount of $45,642.72
for the recovery year beginning December 1, 2019, which includes recovery
for the fifth amortization year of the ECY ended September 30, 2015, the
fourth amortization year of the ECY ended Sept 30, 2016, the third
amortization year of the ECY ended September 30, 2017, the second
amortization year of the ECY ended September 30, 2018, the first
amortization year of the ECY ended September 30, 2019 and the
(Over)/Under collection balance from the previous period. The “net
recovery” amount of $45,642.72 is then grossed up by 0.3% in order to
recover the Delaware P.S.C. Assessment. As shown on this attachment,
the “total net recovery” amount is $45,780.06 ($45,642.71/ (1 - .003)).
Attachment MEK-4 calculates the (Over)/Under collection of the
environmental rider from September 2018 through August 2019. The
balance in Attachment MEK-4 represents an over collection of revenues in
the amount of $1,848.00 which is applied to the recovery of costs in
Attachment MEK-3.

Attachment MEK-5 demonstrates the calculation of the Environmental Rider
rate level by dividing the “total net recovery” amount from Attachment MEK-
3 of $45,780.06 by the projected firm sales for the Recovery Year of

8,742,672 Mcf, resulting in a rate of $0.005 per Mcf or $0.0005 per Ccf.
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PLEASE DESCRIBE HOW THE FIRM SALES FORECAST USED IN THE
CALCULATION OF THE ENVIRONMENTAL RIDER RATE LEVEL WAS
DEVELOPED.

Forecasted sales for the twelve-month period of December 1, 2019 through
November 30, 2020 were developed based upon the actual sales volumes
billed to each customer class during each month for the prior year with
adjustments to reflect weather, customer growth, and customers switching
rate classes. The forecasted sales volumes are based on normal weather

that is developed on a ten-year average for July 2009 through June 2019.

WHAT EFFECT WILL THIS PROPOSED ENVIRONMENTAL RIDER
HAVE UPON THE AVERAGE RESIDENTIAL HEATING CUSTOMERS?
The average residential heating customer using 700 Ccf per year will

experience an annual increase of $0.07 or 0.01%.

IS THE INFORMATION SET FORTH IN ATTACHMENTS MEK-1, MEK-2,
MEK-3, MEK-4, and MEK-5 TRUE AND CORRECT TO THE BEST OF
YOUR KNOWLEDGE AND BELIEF?

Yes, itis.
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BASED ON THE INFORMATION AVAILABLE, WHAT IS THE
COMPANY’'S PROJECTION OF ENVIRONMENTAL COSTS FOR THE
NEXT ENVIRONMENTAL COST YEAR, OCTOBER 1, 2019 THROUGH
SEPTEMBER 30, 2020?

The level of costs that will be incurred over the next Environmental Cost
Year will depend largely on the remedial activities that may be required
following the pending field investigation. In addition, the cost will be
impacted by whether the required remedial activities, if any, occur during
the next Environmental Cost Year or the year after. However, based on
estimates provided by our consultants, the Company projects that its
environmental costs for the next Environmental Cost Year will be

approximately $225,000.

DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

Yes, it does.

10



DATED: October 31,2019

STATE OF DELAWARE )

)
COUNTY OF KENT )
AFFIDAVIT OF MARIE E. KOZEL

MARIE E. KOZEL, being first duly sworn according to law, on oath deposes and
says that she is the witness whose testimony appears as "Chesapeake Ultilities
Corporation, Delaware Division, Direct Testimony of Marie E. Kozel; that, if asked the
questions which appear in the text of the direct testimony, she would give the answers
that are therein set forth; and that he adopts this testimony as her sworn direct testimony

in these proceedings.

.

Marje E. Kozel

Then personally appeared this 31st day of October 2019 the above-named Marie
E. Kozel and acknowledged the foregoing Testimony to be her free act and deed. Before

me,
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ATTACHMENT MEK-1

Chesapeake Utilities Corporation
Delaware Division
Environmental Expenses
Environmental Cost Year (October 1, 2018 - September 30, 2019)
REDACTED



Expenses

Cost of Capital
Tax Rate

Adj Cost of Capital

Year Amortization

$13,566.88
$13,566.89
$13,566.88
$13,566.89
$13,566.88

O~ wWwN PR

Total $67,834.42

$67,834.42
7.53%
27.87%
11.20%

Unamortized
Balance

$54,267.54
$40,700.65
$27,133.77
$13,566.88

$0.00

Chesapeake Utilities Corporation
Delaware Division
Recovery Schedule

Environmental Cost Year Ending September 30, 2019

Income
Taxes

$3,781.50
$3,781.50
$3,781.50
$3,781.50
$3,781.50

$18,907.50

Deferred
Tax

Account

$15,125.99
$11,344.49
$7,563.00
$3,781.50
$0.00

Deferred
Tax

Benefit

$1,694.11
$1,270.58
$847.06
$423.53
$0.00

$4,235.28

Actual
Recovery

$11,872.77
$12,296.31
$12,719.82
$13,143.36
$13,566.88

$63,599.14

ATTACHMENT MEK-2

To be
Recovered
During
Recovery Year

Beginning

1-Dec-2019
1-Dec-2020
1-Dec-2021
1-Dec-2022
1-Dec-2023



ATTACHMENT MEK-3

Chesapeake Utilities Corporation
Delaware Division
Summary of Environmental Cost Year Scheduled Recoveries

Recovery (Over)/Under
Year ECY Ending ECY Ending ECY Ending ECY Ending ECY Ending Total Collection Net
Beginning 30-Sep-15 30-Sep-16 30-Sep-17 30-Sep-18 30-Sep-19 Recovery Balance Recovery
1-Dec-2015 1 $4,532.84
1-Dec-2016 2 $4,844.08 1 $14,698.81
1-Dec-2017 3 $5,155.32 2 $15,708.07 1 $9,460.85
1-Dec-2018 4 $5,466.56 3 $16,717.33 2 $9,987.57 1 $1,544.18
1-Dec-2019 5 $5,777.79 4 $17,726.60 3 $10,514.29 2 $1,599.27 1 $11,872.77 $47,490.72 ($1,848.00) $45,642.72
1-Dec-2020 5 $18,735.85 4 $11,041.02 3 $1,654.35 2 $12,296.31
1-Dec-2021 5 $11,567.73 4 $1,709.44 3 $12,719.82
1-Dec-2022 5 $1,764.52 4 $13,143.36
1-Dec-2023 5 $13,566.88
$25,776.59 $83,586.66 $52,571.46 $8,271.76 $63,599.14 $47,490.72 ($1,848.00) $45,642.72
P.S.C. Assessment 0.3% = ($5.56) = $137.34

Total Net Recovery ($1,853.56) = $45,780.06




ATTACHMENT MEK-4
Chesapeake Utilities Corporation
Delaware Division
Environmental Rider
Over/Under Collection
September 2017 - August 2018

Over/Under From Previous Environmental Year

Rate Net of PSC Estimated Actual (Over)/Under
Firm Estimated Assessment Recovery Net of Recovery Net of Recovery Net of
Volume (Mcf) (Ccf) PSC Assess. PSC Assess. PSC Assess.

2018 September 414,014 $0.000374 $1,548.72 $1,368.81 $179.91

October 495,769 $0.000374 $1,854.55 $1,779.06 $75.49

November 642,368 $0.000374 $2,402.93 $2,815.75 ($412.82)

December 1,013,085 $0.000370 $3,746.68 $4,281.23 ($534.55)

2019 January 1,441,758 $0.000370 $5,332.04 $5,958.22 ($626.18)

February 1,265,759 $0.000370 $4,681.14 $4,560.64 $120.50

March 1,133,397 $0.000370 $4,191.63 $4,230.18 ($38.55)

April 812,199 $0.000370 $3,003.75 $3,496.03 ($492.28)

May 515,140 $0.000370 $1,905.14 $1,974.71 ($69.57)

June 420,317 $0.000370 $1,554.45 $1,486.33 $68.12

July 332,428 $0.000370 $1,229.42 $1,314.33 ($84.91)

August 365,592 $0.000370 $1,352.07 $1,385.23 ($33.16)

Sub-total 8,851,828 $32,802.52 $34,650.52 ($1,848.00)
2019 September 423,090 $0.000370 $1,564.72
October 491,733 $0.000370 $1,818.58
November 653,068 $0.000370 $2,415.24
Subtotal 1,567,892 $5,798.54
12 Mos. Total 10,419,719 $38,601.06
Current (Over)/Under Balance = ($1,848.00)



ATTACHMENT MEK-5

Chesapeake Utilities Corporation
Delaware Division
Environmental Rider Rate Calculation
Recovery Year December 1, 2019 - November 30, 2020

Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
w Total

Projected Mcf Sales

Firm Sales
Residential Service - 1 103,607
Residential Service - 2 3,181,194
General Service 320,051
Medium Volume Service 313,883
Large Volume Service 217,224
High Load Factor Service 338,810
Gas Lighting 0
Sub-Total Firm Sales 527,847 829,174 887,247 686,789 437,415 213,589 113,957 81,533 76,289 92,214 172,218 356,496 4,474,769
Firm Transportation
Transportation - Commercial 1,315,622
Transportation - Industrial 2,952,281
Sub-Total Firm Transportation 411,416 465,938 451,323 452,293 349,778 311,275 277,170 248,012 277,368 270,149 345,853 407,328 4,267,903
Total Firm Mcfs 939,263 1,295,111 1,338,570 1,139,083 787,193 524,864 391,127 329,546 353,657 362,363 518,071 763,823 8,742,672
924,210 1,215,129 1,166,126 1,077,030 736,623 500,415 428,625 350,259 361,273 414,015 495,768 642,366
Total Net Recovery  $45,780.06 / 8,742,672 = $0.005 |/ Mcf
$0.0005 |/ Ccf
Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected Projected
Dec-19 Jan-20 Feb-20 Mar-20 Apr-20 May-20 Jun-20 Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Total
939,263 1,295,111 1,338,570 1,139,083 787,193 524,864 391,127 329,546 353,657 362,363 518,071 763,823 8,742,672
$0.005 $0.005 $0.005 $0.005 $0.005 $0.005 $0.005 $0.005 $0.005 $0.005 $0.005 $0.005 $0.063

Recovery @ $0.004 per Mcf ~ $4,918.35 $6,781.71 $7,009.27 $5,964.68 $4.122.05 $2,748.39 $2,048.09 $1,725.63 $1,851.89 $1,897.47 $2,712.82 $3,999.68  $45,780.03

Recovery Net of PSC Assess $4,903.59 $6,761.36 $6,988.24 $5,946.79 $4,109.68 $2,740.14 $2,041.95 $1,720.45 $1,846.33 $1,891.78 $2,704.68 $3,987.68 $45,642.67
PSC Assessment $14.76 $20.35 $21.03 $17.89 $12.37 $8.25 $6.14 $5.18 $5.56 $5.69 $8.14 $12.00 $137.36
$4,918.35 $6,781.71 $7,009.27 $5,964.68 $4,122.05 $2,748.39 $2,048.09 $1,725.63 $1,851.89 $1,897.47 $2,712.82 $3,999.68 $45,780.03
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